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Guidance on the Use of Title II-A Funding for Differential Payment Stipends 
(ESEA, Section 2123) 

 

Local Education Agencies (LEA’s) may utilize Title II-A funds to offer financial incentives to teachers 

and principals who have a record of success in helping low-achieving students improve their academic 

success, particularly students from economically disadvantaged families, from racial/ethnic minority 

groups and students with disabilities. 
 

Differential payment stipends are considered a separate activity from recruitment and retention stipends. 

The primary focus of differential payment stipends is to incentivize instructional behaviors that result 

in increased student academic achievement.  The main focus of recruitment and retention stipends is to 

create an equitable distribution of effective teachers and principals. 
 

Guidelines: 

 LEAs must have established differential payment policies/procedures where the eligibility for 

payment is clearly delineated and tied directly to improvement in student academic performance.  

Policies/procedures should have local governing board support and approval. 
 

 Differential payment should be tied to the LEA’s established evaluation system for measuring 

teacher and principal effectiveness.  Only those teachers and principals receiving a score of 

“highly effective” or “effective” should be eligible for the differential payment during a school 

year. 
 

 Eligibility requirements should be carefully established, with consideration for potentially 

unintended consequences.  LEAs must commit to a process of planning, piloting, learning and 

adapting their differential payment policy based on evidence of successful implementation. 
 

 Differential payment supported through Title II-A funds may only be provided to core content 

teachers and principals. 
 

 To receive payment, teachers must be highly qualified in the core content area(s) they 

are teaching.  They must also be appropriately certified by the State of Arizona 

(charter schools are exempt from this requirement with the exception of special 

education teachers). 
 

 Principals must be appropriately certified (charter schools are exempt from this 

requirement). 
 

 Differential payment will take the form of a stipend paid to teachers and principals rather than 

being a part of a LEA’s salary schedule. 
 

 Differential payment should be provided as an incentive to teachers and principals to promote 

student academic achievement and not be utilized to offset a LEA’s salary schedule that lacks 

competitiveness.    
 

 Professional development should be provided for individuals eligible for differential payment to 

ensure clear communication of the requirements and promote staff commitment to the plan.  
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 Differential payment should be tied to a larger network of support for teachers and principals that 

include individualized professional development, mentoring and coaching and must be included 

as a part of the ALEAT Continuous Improvement Plan. 
 

 The supplement not supplant requirement prohibits the use of funds provided under Title II-A to 

pay for activities that, in the absence of these funds, would be paid from state and local funds 

(ex. Proposition 301 funds). 
 

 Individuals working in substitute or paraprofessional positions are NOT eligible for a differential 

payment utilizing Title II-A funding. 
 

 Teachers of non-core content are NOT eligible for differential payment supported through Title 

II-A funding. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Resources: 

 

 National Comprehensive Center for Teacher Quality 

http://www.tqsource.org/webcasts/payforteach/resources.php 

 

 National Center on Performance Incentives  

http://www.performanceincentives.org/ 
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 Thomas B. Fordham Institute- Advancing Education Excellence 

http://www.edexcellence.net/publications/teacher-compensation-based-on-

effectiveness.html 

http://www.edexcellence.net/publications/teacher-compensation-based-on-effectiveness.html
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